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What  is  Medicaid? 

1.  Medicaid  is  a  Federal/State/County 
administered  and  financed  program 
that  provides  health  care  to  some  25 
million  poor  people. 

2.  The  program  currently  costs  over  $19 
billion.  The  Federal  Government  share 
averages  55%,  State/ Local  govern- 
ments 45%. 

3.  Each  State,  (except  Arizona)  and  each 
Territory  participate  and  design  and 
administer  their  Medicaid  program  sub- 
ject to  HEW  guidelines  and  monitoring. 


Why  Worry  About  Payment 
Errors? 

Accountability  to  the  public  is  a  funda- 
mental responsibility  of  the  government 
agency  which  administers  any  statutory 
program.  In  Medicaid  the  basic  questions 
asked  by  taxpayers,  State  legislatures,  and 
the  Congress  are — 


Are  free  medical  services  going  to 
the  people  who  need  them! 

Are    recipients    eligible    for    the 
services? 

Is  the  program  fairly  and  efficient- 
ly administered? 


Preliminary  Quality  Control  data  for  1977 
show  that  payment  errors  for  ineligibles 
and  other  incorrect  payments  may  be 
costing  taxpayers  up  to  $2.0  billion  an- 
nually and  that  over  11%  of  Medicaid 
payments  are  made  for  ineligibles  and 
other  types  of  errors. 


Although  these  data  indicate  that  there  is 
a  problem  of  major  proportions,  they  do 
not  provide  an  accurate  measure  of  the 
errors  in  each  State,  nor  do  they  provide  a 
clear  view  of  what  kinds  of  errors  are 
most  common,  what  their  cost  may  be 
and  whether  the  errors  are  "agency"  er- 
rors or  "recipient"  errors. 


As  a  result  HEW  is  requiring  that  the 
States  launch  an  improved  Quality  Control 
system  to  assure  that  such  errors  are  re- 
duced to  an  absolute  minimum. 


What  is  Medicaid  Quality  Control? 

1.  MEDICAID  QUALITY  CONTROL  (MQC) 
is  a  statistical  monitoring  system  for 
detecting  the  level  of  incorrect  pay- 
ments due  to  eligibility  and  other  types 
of  errors  preparatory  to  corrective  ac- 
tion. It  is  a  management  tool  for 
improving  State  Medicaid  administra- 
tion. 


2.  The  MQC  system  is  based  on  a  review 
of  a  statistically  valid  sample  of  Medi- 
caid cases  paid  by  each  State.  This 
enables  each  State,  and  the  Federal 
Government  HEW/HCFA  nationally,  to 
identify  and  correct  payment  errors. 

3.  Medicaid  Quality  Control  has  been  in 
effect  since  1975.  Until  April  1978,  it 
sampled  on  a  claim,  rather  than  a  case, 
basis.  Every  six  months  the  States 
sampled  some  17,000  claims  represent- 
ing some  7  million  recipients  out  of  the 
estimated  25  million  in  the  Medicaid 
program.  The  Federal  Government  re- 
viewed a  subsample  of  3500  of  the 
17,000  to  assure  the  accuracy /validity 
of  the  States'  samples.  These  7  million 
were  medically-needy  people  who  were 
not  recipients  of  cash  assistance  under 
the  Aid  to  Families  with  Dependent 
Children  (AFDC)  or  Supplementary 
Security  Income  (SSI)  Programs.  The 
AFDC  and  SSI  programs  pioneered 
cost-control,  and  in  1975  Medicaid 
Quality  Control  for  people  not  covered 
by  those  programs,  was  added.  MQC 
initially  covered  39  percent  of  all  Medi- 
caid recipients,  57  percent  of  all 
Medicaid  Federal/State  funds. 

4.  From  1975  to  1978  the  MQC  system 
reviewed  eligibility  on  a  claims-paid 
basis.  A  47-State  national  sampling 
revealed,  in  the  6  month  period  April  1, 
1976-September  1976,  that  13.4  percent 
of  claims  had  eligibility-types  of  error. 


However  this  MQC  system  looked  at  only 
a  portion  of  the  Medicaid  population  and 
only  at  eligibility  errors.  Other  data 
showed  that  third  party  liability  and  claims 
processing  error  were  being  made  also. 
This  led  HEW  to  improve  the  MQC  system. 


Recent  Changes  in  the  Medicaid 
QC  System 

1.  Starting  on  April  1,  1978  the  MQC  sam- 
ple was  expanded  to  77,000  cases  to 
cover  the  total  Medicaid  recipient 
population  -  AFDC,  SSI,  and  the  origi- 
nal 7  million  medically  needy. 


2.  Case-sampling  has  replaced  claims- 
sampling,  to  assure  case-based  data 
which  is  more  effective  for  State 
corrective  action  on  errors. 


3.  Sampling  was  increased  from  the  cur- 
rent 17,000  to  77,000  cases  to  provide 
maximum  system  precision  and  accura- 
cy this  sample  expansion  was  done  by 
incorporating  information  from  AFDC- 
QC  and  SSI-QA  QC  samples. 


4.  A  review  for  Third-Party  Liability  errors 
was  added  to  assure  Medicaid  pay- 
ments are  not  made  when  a  "Third  Par- 


ty"  —  such  as  a  private  Commercial 
insurance  company,  or  a  public  agency 
responsible  for  paying  Workmans 
Compensation  —  should  pay  all  or  part 
of  the  bill. 


A  review  for  claims-payment  errors  was 
added,  to  include  a  check  that: 

a),  payment  for  unauthorized   services 

was  not  made 
b).  payment    to    uncertified     providers 

was  not  made 
c).  payment  above  allowable  fee   level 

was  not  made, 
d).  duplicate  payments  were  not  made 


6.  In  addition,  the  following  provisions  are 
under  consideration: 

a).  "Disallowance",  dollar-deductions, 
to  be  assessed  against  States  which 
fail  to  lower  their  error-rate. 

b).  Incentive  Awards,  to  be  provided  to 
States  which  show  exceptional  pro- 
gress in  lowering  their  error-rate. 


Who  Operates  Medicaid  Quality 
Control? 

1.  Each  State  operates  its  own  QC  sys- 
tem, following  a  uniform  design  pres- 
cribed by  the  Health  Care  Finance 
Administration.  The  case  review  phase 


of  Quality  Control  is  carried  out  by 
specially  trained  State  QC  staff  who 
review  each  case  in  the  sample  to  rede- 
termine if  that  case  is  eligible  and  if 
there  were  any  other  kinds  of  payment 
errors  made  in  the  case.  In  reviewing 
these  cases  the  QC  staff  makes  full 
investigations,  carry  out  face-to-face 
interviews  with  the  recipients  involved, 
and  verify  and  documents,  element  of 
eligibility,  third  party  liability  coverage 
and  check  for  claims  processing  errors. 

2.  A  Federal  QC  staff  re-reviews  a  statisti- 
cal subsample  of  the  state  reviews  to 
verify  the  accuracy. 

3.  The  State  and  Federal  findings  are  then 
combined  to  come  up  with  a  error  rate 
for  each  State. 


Why  is  Medicaid  Payor  of  Last 
Resort? 

The  authority  for  third  party  liability  re- 
view and  recovery  is  found  in  Sections 
1902(a)  (17)  (B)  (C),  1902(a)(18)  and 
1902(a)(25),  Title  XIX  of  the  Social  Se- 
curity Act  and  in  42  Code  of  Federal 
Regulations  450.31,  449.40,  449.42  and 
449.70.  The  primary  regulation  for  third 
party  recovery  is  stated  as  follows: 

"42  CFR  450.31   "PAYMENTS  FOR  MEDI- 
CAL SERVICES  AND  CARE  BY  A  THIRD 
PARTY" 

Requirements  for  State  Plans. 

A  State  plan  for  medical  assitance 
under  Title  XIX,  Social  Security  Act, 
must  provide  that: 


(1)  The  State  or  local  agency  will  take 
reasonable  measures  to  ascertain 
any  legal  liability  of  third  parties 
arising  after  March  31,  1968,  for  the 
medical  care  and  services  included 
under  the  plan,  the  need  for  which 
arises  out  of  injury,  disease,  or  dis- 
ability of  applicants  for  or  recipi- 
ents of  medical  assistance. 

(2)  The  State  or  local  agency  in  deter- 
mining whether  medical  assistance 
is  payable,  will  treat  any  third  party 
liability  as  a  current  resource  when 
such  liability  is  found  to  exist  and 
payment  by  the  third  party  has 
been  made  or  will  be  made  within  a 
reasonable  time. 

(3)  The  State  or  local  agency  will  not 
withhold  payment  on  behalf  of  an 
eligible  individual  because  of  the 
liability  of  a  third  party  when  such 
liability  of  the  amount  thereof  can- 
not be  currently  established  or  is 
not  currently  available  to  pay  the 
individual's  medical  expense. 

(4)  The  State  or  local  agency  will  seek 
reimbursement  from  a  third  party 
for  assistance  provided  when  the 
party's  liability  is  established  after 
assistance  is  granted  and  in  any 
other  case  in  which  the  liability  of  a 
third  party  existed,  but  was  not 
treated  as  current  resource. 

RESTRICTION     ON     FEDERAL     MEDI- 
CAID PAYMENTS: 

Sec  11.  (a)  Section  1903  of  the  Social 
Security  Act  is  amended  by  adding  after 
subsection  (n)  (added  by  section  8(c)  of 
this  Act)  the  following  new  subsection: 


"(o)  Notwithstanding  the  preceding 
provisions  of  this  section,  no  payment 
shall  be  made  to  a  State  under  the 
preceding  provisions  of  this  section  for 
expenditures  for  medical  assistance  pro- 
vided for  an  individual  under  its  State  plan 
approved  under  this  title  to  the  extent  that 
a  private  insurer  (as  defined  by  the  Secre- 
tary by  regulation)  would  have  been  obli- 
gated to  provide  such  assistance  but  for  a 
provision  of  its  insurance  contract  which 
has  the  effect  of  limiting  or  excluding 
such  obligation  because  the  individual  is 
eligible  for  or  is  provided  medical  assist- 
ance under  the  plan. " 

Title  XIX  is  clear  in  its  intent  that  medicaid 
funds  be  expended  only  after  all  other 
available  resources  have  been  used;  Medi- 
caid is  by  law  required  to  be  the  last  pay- 
or. 

For  further  information  on  the  Medicaid 
QC  program  please  contract  the  Medicaid 
Quality  Control  Unit  either  in  one  of  the 
10  HEW  Health  Care  Financing  Regional 
Offices  or  in  the  Central  Office  of  Medi- 
caid in  Washington,  D.  C. 


DISCRIMINATION       PROHIBITED— Title 

VI  of  the  Civil  Rights  Act  states:  "No 
person  in  the  United  States  shall,  on  the 
grounds  of  race,  color,  or  national  ori- 
gin, be  excluded  from  participation  in, 
be  denied  the  benefits  of,  or  be  subject- 
ed to  discrimination  under  any  program 
or  activity  receiving  Federal  financial 
assistance." 

The  programs  discussed  in  this  publica- 
tion, like  every  activity  receiving  finan- 
cial assistance  from  the  Department  of 
Health,  Education,  and  Welfare,  must  be 
operated  in  compliance  with  this  law. 
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